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Officers 
C. Ritchie — Chairman of the Board 


A. W. Howard — Vice-President 

M. G. Taylor — Vice-President 

C. F. Mallory — Vice-President 

N. Rivington — Vice-President 

W. J. Smith — Vice-President 

H. B. Curtis - Secretary-Treasurer 

V.P. Leahy — Assistant Secretary-Treasurer 
R. G. Black — Assistant Secretary 


Directors’ Affiliations 


R. T. Banister is President, Chairman of the Board and 
Chief Executive Officer of Banister Continental Ltd. 

G. Décarie is President of Quebec Engineering Limited 
and La Société d’Ingénierie Cartier Limitée. 

R. M. Hardy is President of R. M. Hardy & Associates Ltd. 
G. G. Hatch is President of Hatch Associates Ltd. 

All other directors are employees of Montreal 
Engineering Company, Limited. 


Principal Office 
Place Bonaventure, Montreal, Quebec 


Head Office 
Calgary, Alberta 


Act of Incorporation 
The Companies Act of Alberta 


Stock Exchanges 


Alberta Stock Exchange 
Montreal Stock Exchange 
Toronto Stock Exchange 


Transfer Agent and Registrar 
Montreal Trust Company, 
Calgary, Halifax, Montreal, Toronto and Vancouver 


Auditors 
Price Waterhouse & Co., Montreal 


Wholly Owned Subsidiaries: 
Montreal Engineering Company, Limited 
Montreal Engineering (Eastern) Limited 
Montreal Engineering (Overseas) Limited 
Monenco Asia (Pte.) Ltd. 

Monenco Computing Services Ltd. 
Monenco Consulting Engineers Ltd. 
Monenco Consultants Limited 

Monenco Consultants Pacific Ltd. 
Monenco Inc. 

Monenco Jamaica Limited 

Monenco Mid-East Limited 

Monenco Overseas Limited 

Monenco Project Services Inc. 
Mon-Max Services Ltd. 

Montec Ltd. 

Baymont Engineering Company 
Edmunde Newhall Associates Ltd. 
Victus Consultants Ltd. 


Associated Companies: 

(with percentage of ownership) 

CANEP Canadian Energy Projects Limited (29) 
Canatom Ltd. (33%) 

Carlson and Sweatt — Monenco Inc. (49) 

E & B Cowan Ltd. (30) 

EHV Consultants Ltd. (1624) 

Hallmark Engineering Limited (35) 

Hatch Associates Ltd. (25) 

Hoyles Niblock International Limited (35) 

J.S. Management & Shipbuilding Consultants Ltd. (45) 
Kaiser-Monenco Company (40) 

La Société d’Ingénierie Cartier Limitée (42) 
London Monenco Consultants Limited (50) 
Lower Churchill Consultants (33%) 

MHG International Ltd. (45) 

Manecon Associates Limited (331) 

Monasa Consultoria e Projetos Ltda. (39) 
Monenco Banister Consultants Limited (50) 
Monenco Iran Limited (49) 

Montreal Engineering International Limited (36) 
Pemcan Services (18) 

Saskmont Engineering Company Limited (49) 
ShawMont International Ltd. (50) 

ShawMont Ltd. (50) 

ShawMont Newfoundland Limited (50) 
ShawMont Nigeria Limited (40) 

Sheppard T. Powell Consultants Limited (75) 
Staff Corrosion Engineers Ltd. (75) 
Teshmont Consultants Inc. (33%) 

Tidal Power Consultants Limited (45) 

Transit & Tunnel Consultants Inc. (25) 
T.T.H.T. Ltée (41) 

Wade Reproduction Services, Inc. (45) 


Highlights/19 76 


Growth 
Monenco revenues rose to $83 million in 1976, an in- 
crease of 14.3%. Earnings decreased slightly. The smaller 
margin reflects delays in starting some major projects 
and increased competition. Dividend payments were 
increased. 


Expansion in U.S.A. 

Monenco acquired full ownership of a Florida-based 
consulting firm, formed a new project services firm in 
New York and merged two other consulting organizations. 


Diversification 
Monenco entered the marine field, with the formation of 
J.S. Management & Shipbuilding Consultants Ltd. 


Environmental Breakthrough 

During the year, production started at the world’s first 
completely effluent-free pulp mill. It was designed by a 
Monenco associate. 


Major Contracts 

Among large contracts in 1976, Monenco companies re- 
ceived a go-ahead for a $400 million hydroelectric project 
in Nigeria and a $100 million gas processing plant in the 
Mackenzie Delta. The latter is the first large contract of its 
type obtained by a Canadian-directed engineering group. 


70th Anniversary 

Montreal Engineering Company, Limited (Monenco’s 
founding company) was established seventy years ago in 
Montreal. It is still Monenco’s largest subsidiary. 


Revenue from 


Years t 
operations 


12,842 
1968 15,318 962 
1969 15,820 675 
1970 17,042 711 
1971 18,506 1,091 
1972 20,786 1,321 
1973 33,537 1,910 
1974 52,617 3,491 
1975 72,329 6,000 
1976 82,638 5,834 


Operating revenue .............. $82,638,000 | $72,329,000 


Net earnings .2.23...2..... 5,834,000 6,000,000 
Per share” 
First quarler«<0 47 4. 1 44 
second quatier <<. ey 47 
Thire-quarier”.. 4.2... .50 .60 
Fourth quarter 2.45... 47 04 
FOr Ine year 2 8 es... 2.00 2.05 
Dividends paid’ =... 973,000 876,000 
Per shaie’* a 33 .30 
Number of 
shareholders 2.22... 1,179 1,243 
Number of employees 
(Approximate, 
including associate 
companies) 22.0 04....... 4,500 4,300 


*1975 figures have been restated to reflect the 1976 2:1 share split. 
**Includes the 15% release tax paid on Class B common and Class Y Special 
common share dividends. 


Net income 
from operations 


Net income for 
the year after 
extraordinary items 


Market price* 
(Valuation 
day $3.00) 


1,061 — 
805 3% -6% 
71 254 - 42 

1,091 2% - 3% 

4.321 3% - 5% 

1,910 47% - 52 

3,596 32 - 5% 

6,000 434 - 8% 

5,834 7V2 -10% 


Report to Shareholders 


Operations 


Monenco revenues in 1976 were $83 million, an increase 
of 14.3% over 1975 revenues of $72 million. Earnings per 
common share were $2.00, a decrease from the $2.05 
per share earned in 1975. 


Dividends of five cents per share were paid for the first 
three quarters of the year. On March 1, an extra dividend 
of ten and three quarter cents per share was paid. On 
December 1, the quarterly dividend was increased to seven 
and a half cents per share, making a total payment for the 
year of 33% cents per share. Equivalent tax-deferred 
dividends were paid on Class B shares. These dividend 
payments conformed with Anti-Inflation Board regulations. 


Monenco’s annual meeting was held on April 22, 1976. 
The forthcoming annual meeting in the current year will 
mark the 70th anniversary of Monenco’s founding company 
and principal subsidiary - Montreal Engineering Company, 
Limited. 


At last year’s meeting, the shareholders approved a resolu- 
tion to split the Company's stock on a two-for-one basis. 
The earnings per share and dividend payments noted 
above reflect that split, which became effective June 30. 


On August 30, the Company’s Class A and Class B 
common shares were listed for trading on the Alberta Stock 
Exchange (the Company has been listed on the Montreal 
and Toronto exchanges for several years). 


While the 8.38% after tax margin achieved in 1975 was the 


SINGAPORE: Montreal Engineering provided design and 
project management for Phases | and II of the Senoko Power 
Station. When completed, it will be the largest in Southeast 
Asia. 
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highest in the Company’s history, the 1976 margin of 7.1% 
can be considered more usual for the industry. The slow- 
down in the Canadian economy has caused the delay in the 
start of some major projects, which in turn reduced the 
opportunity for optimum utilization of our staff, particularly 
in the last quarter. This, combined with the costs related 
to the close-down or withdrawal from unprofitable ven- 
tures, resulted in final 1976 earnings being marginally 
below the record 1975 level. 


Development 


In April, the Company assumed full ownership of Baymont 
Engineering Company, St. Petersburg, Florida. This sub- 
sidiary has a good work load and has a number of excellent 
prospects in the area. 


Further moves were made by Monenco to develop business 
in the eastern part of the U.S.A. The operations of Carlson 
& Sweatt were merged into Carlmont Inc. to create Carlson 
& Sweatt - Monenco Inc., with headquarters in New York. 
The Company owns 49% of this operation, with the balance 
in the hands of the former senior partners of Carlson & 
Sweatt. A new, wholly-owned company, Monenco Project 
Services Inc., was also formed in New York to offer project 
and construction management services for building de- 
velopments. 


In another effort to expand its activities in the United States, 
the Company submitted a bid for the purchase of Kaiser 
Engineers Inc., a division of Kaiser Industries Corporation. 
The bid was not successful. 


PANAMA: The Bayano power development, completed in 1976, 
was the largest project in Panama since the building of the 
Panama Canal. 


Manecon Associates Limited was formed to provide con- 
sulting services in managerial economics and expertise 
in regulatory matters. 


J.S. Management & Shipbuilding Consultants Ltd. was 
established during the year with John Shepherd as Presi- 
dent. He was formerly Vice-President and General Manager 
of a major Canadian shipbuilding company. This new com- 
pany offers management, engineering, surveying and 
quality surveillance to owners, builders and operators of 
marine vessels and shipyards. 


The name of Concanal Ltd. was changed to CANEP Cana- 
dian Energy Projects Limited to more accurately reflect 
the activities of that company. 


Early in 1976, the Company withdrew from participation 
in Canadian International Project Managers Ltd. 


The manufacturing operations of Edmunde Newhall Asso- 
ciates Ltd. were terminated. Its products are now being 
manufactured under a royalty arrangement by a new 
company. 


General 


The suit filed in June 1975 by Three Rivers Pulp & Paper 
Company against E & B Cowan, La Société d’Ingénierie 
Cartier and Montreal Engineering for alleged damages is 
still pending. The Cartier and Cowan actions against Three 
Rivers Pulp & Paper Company for recovery of fees and 
costs are also pending. 


Eli Cowan, a senior shareholder of E & B Cowan Lid., 
passed away in 1976. Mr. Cowan, although inactive in 
recent years, was known internationally for his imaginative 
and innovative approach to pulp and paper technology. 


World’s first effluent-free pulp mill. 
E & B Cowan Ltd. were consultants for the Great Lakes Paper 
Company’s Thunder Bay mill. Production started in 1976. 


During the year, production started at a Cowan-designed 
pulp mill which represents a major breakthrough in tech- 
nology. The Great Lakes Paper Company’s new 700 TPD 
bleached pulp mill at Thunder Bay is the first completely 
effluent-free mill in the world. 


E & B Cowan Ltd. is actively engaged on several pro- 
jects, and expansion by the company has necessitated its 
relocation to new and larger premises in Montreal. 


Peter Rourke, Vice-President and Manager of the Inspec- 
tion Services Division of Montreal Engineering, died last 
summer after a lengthy illness. Under Mr. Rourke’s direc- 
tion of that Division, a quality assurance organization was 
built up, which now provides services around the world. 


MAJOR ASSIGNMENTS RECEIVED IN 1976 


Engineering and design phase of the Jebba Hydroelectric Project 
in Nigeria, by Montreal Engineering Company, Limited; 


Studies for a large thermal power plant for Perusahaan Umum 
Listrik Negara of Indonesia, by Montreal Engineering Company, 
Limited; 


Design and management of a mine expansion program at Pine 
Point, Northwest Territories, by Montreal Engineering Company, 
Limited; 


Planning, design and construction services for the Niglintgak 
Gas Plant in the Northwest Territories, by CANEP Canadian 
Energy Projects Limited; 


Design and management of extensions to the Corani and Santa 
Isabel hydroelectric plants in Bolivia, by Montreal Engineering 
Company, Limited; 


Design of aircraft corrosion control and aircraft runup facilities 
at MacDill Air Force Base, Florida, by Baymont Engineering 
Company; 


Feasibility studies for a major metallurgical coal property in 
British Columbia, by Monenco Consultants Pacific Ltd.; 


Design, procurement and construction of a Deep Cut Liquefied 
Petroleum Gas Unit in Alberta, by MHG International Ltd.; 


Feasibility study for the development of four coal deposits in 
Alberta, by Montreal Engineering Company, Limited; 


Engineering services to the Stearns-Rogers/Poole Construction 
Joint Venture for a major gas development project in the North- 
west Territories, by Montreal Engineering Company, Limited; 


Studies for two large thermal plants and associated open pit 
coal mines in Alberta, by Monenco Consultants Limited; 


Design and construction management of two airport terminals in 
Jamaica, by the Montreal Engineering, IBI, Parkin consortium; 


Design and construction management of an extension to a large 
thermal power plant in Newfoundland, by ShawMont New- 
foundland Limited; 


Engineering services for a 420,000 metric ton per year direct 
reduction plant in Trinidad for converting iron ore into metallic 
iron for subsequent steel making operations, by Hatch Associates 
Ltd., in association with Trintoplan Consultants Ltd.; 


An engineering and construction management contract in con- 
nection with a 600MW nuclear power station in South Korea for 
Atomic Energy of Canada Limited, by Canatom Ltd.; 


Geotechnical and other services for numerous energy projects 
in northern Canada, by R. M. Hardy & Associates Ltd. 


The Future 


There are many uncertainties which could affect the 
Company’s growth. The fight against inflation appears to 
be having some positive effect, but the lack of capital 
investment is retarding natural growth in Canada and is 
leading to increased unemployment. Business confidence 
is at a low ebb, reflecting doubts that political institutions 
will be able to maintain stability and provide appropriate 
incentives for investment. 


Montreal Engineering, Monenco’s principal subsidiary, has 
its head office in Montreal. Over half of its employees 
reside in the province and all of its international operations 
are based in Montreal. Its operations must, of necessity, be 
carried out in the English language, since virtually all its 
work is destined for clients outside the province. Montreal 
Engineering has held a number of discussions with the 
“Régie de la langue francaise” officials and made repre- 
sentations to ministers, in a sincere effort to meet the 
requirements of that Board, with the objective of obtaining 
a francization certificate under the Official Language Act 
regulations. Shortly after its election, the Quebec Govern- 
ment suspended the regulations pending the adoption of 
a new language act. We do not know what the exact 
requirements of this new act will be. However, there have 
been indications that all non-Canadians coming to Quebec, 
whatever their mother tongue, may be required to educate 
their children in the French language. This requirement, 
if implemented, will impede our recruiting flexibility, limit- 
ing the further expansion of the Montreal office of Montreal 
Engineering Company, Limited. 


However, the diversification of the Company’s activities 
in recent years has minimized the effects of such uncer- 
tainties. Monenco has established regional operations in 
the various parts of Canada and the world. This regional 
diversification has permitted the Company to provide its 
clients with the kinds of service they require, and con- 
tinuing business from so many of them testifies to that 


fact. Alberta, one of the most important of such regional 
operations, is the theme of this report. 


The energy field continues to dominate the Company’s 
activities in Canada and abroad. The increasing cost of oil 
and gas to consumers around the world has given greater 
impetus to the search for and study of coal deposits for 
thermal power plants. The Company's proven know-how 
and experience in this technology is in demand every- 
where. The only impediment to our rate of growth in this 
field is the Company’s ability to hire and train additional 
people quickly enough to meet the need. 


The overall backlog of the Group is satisfactory although 
for some of the Company’s subsidiaries and associates the 
outlook in their particular specialty is uncertain. Competi- 
tion throughout the industry is now keener than a year ago 
which may result in somewhat reduced margins in 1977. 


Monenco People 


Monenco’s presence is evident in many parts of the world. 
The United States, the United Kingdom, Panama, Bolivia, 
Brazil, Nigeria, Singapore, Iran, South Africa and South 
Korea are some of the countries in which Monenco people 
work and live. They are there to pass on Monenco’s know- 
how. They are Monenco’s goodwill ambassadors and the 
principal reason why the Company receives so much 
repeat business in the international market. Our staff and 
their families frequently have to live in completely different 
cultural environments and under conditions which are not 
always pleasant. Your Directors are justifiably proud of 
their spirit of adventure and willingness to undertake such 
assignments. 


Submitted on behalf of the Board, March 22, 1977 


SR J. K. C. MULHERIN 
Chairman President 


Monenco Revenue 


Geographical Distribution 


Percentages 
1976 1975 
Canada 
Atlantic Provinces .......... 11.5 16.9 
Central Canada .............. 30.3 38.0 
Albetta cs 33 eo 30.6 20.3 
Manitoba & 
Saskatchewan ............ 4.0 2.9 
British Columbia, 
Yukon & Northwest 
TECFitOnlieS.. ose 23 78.7 2.1 80.2 
Foreign 
West Indies and 
Latin America ............ 52 8.2 
AfriCae 3 6.6 eh) 
ASlar eae oe 5 7.0 
Other foreign... 2.0 21.3 ia 19.8 


Type of Service 


Percentages 
1976 1975 
Power: 
Conventional 2 2 3.. Sh) 2 49.2 
Nuclear 63 ea 10.1 65.3 114 60.6 
Chemical and 
Petrochemical ................ 9.7 12:5 
Metallurgical’ 22. 44 49 
Pulp and:Paper 2... 8.3 6.9 
Industrial. <= 5a 6.6 
Resources, pipelines & 
Telecommunications ...... 2.8 6.3 
Oneness] ea 4.4 2:2. 
100.0 100.0 


The changing skylines of Edmon- 
ton (above) and Calgary (right) 
reflect the spectacular growth of 
the Province. 


From its earliest days, Montreal Engineering has been 
carrying out projects in the Province of Alberta. 
Starting with the design of small power stations, this 
work has steadily increased in size and scope, cul- 
minating in current assignments for utilities and for 
the Syncrude project which are among the largest in 
the country. 


Monenco Limited, the holding company formed by 
Montreal Engineering, likewise has a special rela- 
tionship with Alberta. It was registered in Alberta 
in 1963, though its principal office has always been 
in Montreal. 


During the past decade, Monenco’s growth in Alberta 


has been spectacular. From a handful of employees, 
its staff in Calgary, Edmonton and on location, now 
numbers more than a thousand. And though the 
energy field still dominates the scene, activities are 
now diversified into many other fields of consulting 
work. With Alberta’s immense resources, and the 
Opening up of new fields of development in the 
North, it is expected that the next decade will bring 
continuing expansion. 


In the following pages we illustrate some recent and 
current projects of Monenco companies in ‘Canada’s 
Energy Province’”’. 


The heart of the Syncrude Tar Sands project is the 
power plant, shown in the foreground of the picture 
above. One of the largest of its kind in the world, it is 
also one of the most complex. Monenco Consultants 
of Calgary is carrying out all engineering and pro- 
curement for the plant under contract to Canadian 
Bechtel Limited. 


The combined cycle-operated plant, fired by refinery 
gas, includes three steam boilers with a total capacity 
of 2,250,000 Ibs of steam per hour, two gas turbines, 
three back pressure turbines; also water treatment, 
compressed air and other facilities. (model at right) 


ENERGY 
from the Far North 


A joint venture formed by CANEP Canadian Energy 
Projects Limited and Brown & Root Ltd. has been 
awarded a contract by Shell Resources Ltd. for the 
design and construction of a gas plant at the Nig- 
lintgak field in the Mackenzie Delta area of the North 
West Territories. MHG International of Calgary is the 
“lead firm” in this consortium. The project is planned 
to process approximately 150 million cubic feet of 
gas per day. 


The assignment is one of the largest of its type so 
far undertaken by a Canadian-led engineering group. 


ENERGY 
from Coal... 


Canada’s ‘‘oil province’ is also fortunate in having 
huge deposits of coal, which are chiefly used for 
electric power production. Surface mining operations 
supply Sundance* and Wabamun, two large thermal 
power stations of Calgary Power Ltd. Montreal 
Engineering carried out the design and project man- 
agement of both plants, also of the adjoining coal 
mining operations. A major expansion has just been 
completed on the Highvale Mine, which feeds Sun- 
dance, and if a planned second thermal plant at 
Sundance is approved by the authorities, Highvale 
will become the largest coal mine in Canada. 


*\llustrated below 


..Wwithan eye on 
fhe ENVIRONMENT 


These two pictures show reclaimed sections of the 
Highvale and Whitewood mines, which feed the two 
largest power stations in the Province. Crops are 
flourishing on former spoil piles — which have been 
reshaped, graded, fertilized and seeded in accor- 
dance with a continuing reclamation program. Cal- 
gary Power’s reclamation efforts started before 
present environmental regulations were instituted. 


MHG International Ltd. 


MHG, with headquarters in Calgary, has been supplying 
engineering and construction services to the chemical, 
gas, oil, petrochemical and process industries for two 
decades. It is now engaged on several large projects of 
this type in Alberta and other parts of the country. 


Illustrated: gas plant for Shell Canada Ltd. 


Saskmont Engineering 


Saskmont Engineering provides services in structural, 
mechanical, electrical, and architectural design for indus- 
trial, commercial and institutional buildings in the Province. 
Below is shown an architect’s drawing of a packaging plant 
in Edmonton for MacMillan Bloedel. Illustrated at left is a 
recently completed transit, storage and maintenance com- 
plex for buses in the city of Calgary. 


R. M. Hardy & Associates Ltd. 


Established in 1957, R. M. Hardy has been an associate 
of Monenco Limited since its inception. This firm provides 
foundation and earthwork engineering, geological and 
geotechnical studies, as well as materials testing services 
for energy and other projects in the Province and other 
parts of Canada. 


MONENCO LIMITED 


Consolidated Balance Sheet 
December 31, 1976 


Assets 


ENENS oa cdnoe asin nitty Ribas PNGda nae Sie no Rte Rg SE kee AR rr re 


Short term notes, deposits and marketable securities, at cost, 


Mue Mec LOX Males sen KOU an rte oye alee ccs tia an a coca ly ceatbavsd iw salbadee 
OS BOE TIS. (ESL SIS INE) OS ee teh oe ee Se 
PecounisHeceiVable from associated COMPANIES. .........0c...ccc0ceesm ete sees 
NRVOBNIC) GSC OYSTANSLSISS ac Reta cB sic mac ee ees: ee 

UPS SSS Gh ie 2 i en en ce tes oe 
Investments - Associated compantés (note 1a) ooo... cece 


OL UNG TS Pies eae ee 


Furniture and equipment, at cost less accumulated 


ere Ciavonndt 1,02 1000 (9765,000In 1975): yn .2. ceencctaeeuenc toda seeeeet 


Liabilities 


SUTIN, [SENG S] She asec ai ne eee ee an 
Rie ONC ea NCS ete. cee se mate lutte ea od tifa a Seas seach piatoan tecad eWawraee 
ere mee VEU IN Olid Dy ces cae tsetse vo ck cc eg enh nas shales es ncinis oor aun ventociebsessersd 
SSI CURSO TAN TOMAVES 112) (OS (gOS Ie) a ee nr PR en 

Current liabilities including deferred income taxes ..........0...........008. 


Shareholders’ Equity 


Share capital (note 2) 


SCmiMmomesnaresrOmmOmar ValCa 7 cru SI ease aeons awe geeeaeene 
Speclakeomimonsnares Ol NO par VAIUC: ibn... ..5.0. dea pee 
CEST GEG, GESTATION cs Pte Rootes en, SOR tO ea ee 


Approved by the Board, 
C. RITCHIE, Director 
J. K. C. MULHERIN, Director 


1976 sR RS) 
(in thousands) 

$ 1,008 S$ 467 
5,786 3,056 
12,034 10,718 
3,406 3,652 
364 190 
22,598 18,083 
6,956 4,781 
1,996 ig2o 
1,376 1,160 
$32,926 $25,947 
$ 3,323 Dero 
3,243 600 
1,294 yee 
4,000 4,995 
11,860 9,742 
1,662 1,662 
125 125 
19,279 14,418 
21,066 16,205 
$32,926 $25,947 


MONENCO LIMITED 


Consolidated Statement of Income 


and Earnings Retained in the Business 
for the year ended December 31, 1976 


Revenue from operations .. 


Operating CxXOeGNSeS santa tore cee eee ce 


Depreciation and: amoniZaliOne ee .es eee 
Income from operations .............. 

Interest-and One riaCCiniec ease eee eee eee 
PiOMISION: TOF INCOMeC NaXCS ne eee cee eee 
Netineome ..2 528. al a ee A, ee ae CTS 
Retained earnings at beginning of year .. 


Dividends paid 


Retainedsearningsral end Of Veale. wren eee 


Netimcome  pemshate (note: 7) a ete eee 


Dividends per share on special common and common shares (note 7) 


1976 1S 

(in thousands) 
hele ete $82,638 Si 2,020 
oles Rie PR ee eee 71,684 99,714 
Gy PALE ake eke ate 882 THA 
72,566 60,425 
10,072 11,904 
eee ee 791 499 
10,863 12,403 
5,029 6,403 
5,834 6,000 
14,418 9,294 
20,252 15,294 
en ER nS 973 876 
head cn a natn eee? $19,279 $14,418 
sue ia ee ee $ 2.00 >” 20a 
ewe $ 0.33 $ 0.30 


Auditors’ Report 


To the Shareholders of Monenco Limited: 


We have examined the consolidated balance sheet of Monenco 
Limited as at December 31, 1976 and the consolidated state- 
ments of income and earnings retained in the business and of 
changes in financial position for the year then ended. Our 
examination of the financial statements of Monenco Limited and 
those subsidiaries and associated companies of which we are 
the auditors was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circum- 
stances. We have relied on the reports of the auditors who have 
examined the financial statements of the other companies. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the company as at December 31, 
1976 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis 
consistent with thatsof the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Montreal, Quebec 
March 21, 1977. 


MONENCO LIMITED 


Consolidated Statement of Changes in Financial Position 
for the year ended December 31, 1976 


Working Capital provided by 1976 1975 
(in thousands) 
So PT ROURAPSL MOTELS NYCI TP See re ea $ 5,834 $ 6,000 
Charges to income not requiring outlay of working capital: 
ee ee (itll Ca cuIGNOnttZ UN ON Leste) wee May ante sia. be niouids adhe venvacntivnaasnamselllll gs ceute 882 i tel 
SEIT SG I ICOM SR C9 IS or ee ee ee (995) 2,006 
5,721 Oe 
Less: Net funds from operations retained by associated companies ................ 1,726 PAGE) 
Peidime CapitalOnovided: DY OPElatlONS vic. . ccs... dec. Mn aero eee 3,995 6,627 
Proceeds of sale of investments in associated companies 0... mo 200 
Pepe yimemt Olaavances 10 ASSOciated COMPAMeS cco eden 52 82 
4,047 6,909 


Working Capital used for 


CHG EIETIGISS © CRI note rea ita terete ee ee PRO OPEC ec ey oe 973 876 
Mee wmMCiosaSSOCletCOMCOMPAMICS ie... ok. GW iestdein dione peeteseoteenes eas cen eons 769 56 
NTE NERS ETS: 15 aaa eee eG eee Pe tere ce eee aera 305 1,658 
UCAS EOI COLASSCI SS Oi 8 oy. elec kc Oh en ete Oe ace sg oeacs gui pe char nen ert 598 609 

2,645 37199 
Bee OM IMAN © le MG SCAN Vall narrate toe ees sas pc ysis Son. nea Woes vr oy ee Pe a 1,402 3,710 
We Cinimercaplialalbeginningd Of Year next... cette snr eee SE ee ee 13,336 9,626 
Working capital at end of year, excluding deferred income taxes 14,738 13,336 
PP ecelECGMIIOOlMC MAX Gs mtr ment la eee ere eck ee ou ce teumacemebuae news oes 4,000 4,995 


Working capital at end of year, including deferred income taxes 0... $10,738 $ 8341 


EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Accounting Policies 

a) Principles of Consolidation 

Monenco carries on its consulting practice through subsi- 
diary and associated companies. The associated com- 
panies include engineering companies in which Monenco 
has purchased substantial interests, and joint venture 
companies established to carry out a specific project or 
provide a specialized service. 

The accounts of the subsidiary companies are fully con- 
solidated with those of Monenco. 

Monenco’s share of the revenue, operating expenses and 
income taxes of the associated companies has, after the 
elimination of intercompany charges, been included as 
such in the consolidated statement of income. 

The investment in the associated companies is carried 
in the consolidated balance sheet at cost plus Monenco’'s 
share of undistributed earnings since acquisition. Earnings 
of foreign companies are recorded only to the extent that 
such earnings can be remitted to Canada. 

The excess of the carrying value over the underlying book 
value amounts to $1,143,000. Of this amount $1,023,000 
arose prior to December 31, 1974 and is not being amor- 
tized as in the opinion of management, the Company will 
derive continuing benefits from such costs. The balance of 
$120,000 acquired in 1976 will be amortized commencing 
in 1977. 

b) Revenue Determination 

Most contracts for the provision of consulting services are 
undertaken on a ‘‘cost plus’ basis, where revenues are 
recognized as services are rendered. When contracts of 
a lump sum nature are undertaken they are accounted for 
on the “‘percentage-of-completion” basis with revenue 
being recognized only to the extent of the work completed. 
Losses, if any, are provided for in full as soon as they 
become apparent. 


c) Income Taxes 

Income taxes charged to operations are provided on a tax 
allocation basis. However, the Company and its subsi- 
diaries, where permitted by law, report their income for tax 
purposes On a modified accrual basis, thus deferring pay- 
ment of some portion of taxes charged against income. 
Deferred income taxes on the consolidated balance sheet 
also include the balance of income taxes deferred under 
the previous federal income tax act but now payable by 
1981. 


As these deferrals arose from the tax treatment of current 
assets this liability is grouped with current liabilities on the 
consolidated balance sheet. 


2. Share Capital 

a) Change in Year 

During the year the Memorandum of Association was 
amended to divide each authorized share into two. No 
new shares were issued during the year. 

b) Voting Rights 

Class A and Class B common shares carry one vote per 
share. 

Class X and Class Y special common shares carry five 
votes per share. 

c) Conversion Rights 

Class A and Class B common shares are interconvertible 
at shareholder’s option on a one for one basis. 


Class X and Class Y special common shares are inter- 
convertible at shareholder’s option on a one for one basis. 


d) Dividends 

All shares rank equally as to dividends except that the 
directors may elect to declare and pay any dividend on 
the Class B and Class Y shares out of tax paid undistrib- 
uted surplus on hand. When such dividends are paid the 
tax required to create the tax paid undistributed surplus 
is applied against the amount available for dividends on 
Class B and Class Y shares. This tax payment is therefore 
included with dividends in the consolidated financial state- 
ments. 


e) Authorized and Outstanding 
At December 31, 1976 the share capital was: 


Authorized Outstanding 
Class A 4,000,000 1,225,576 
Class B 4,000,000 1,158,426 
8,000,000 2,303,002 
Class X 1,000,000 216,524 
Class Y 1,000,000 319,668 
2,000,000 536,192 


3. Contingencies 

a) A subsidiary company has received tax assessments 
from Canadian income tax authorities on the income of a 
foreign subsidiary. These assessments are being con- 
tested; however, adequate provision has been made in 
the accounts for such taxes in the event that the appeal 
is unsuccessful. 


b) A subsidiary and two associated companies are defen- 
dants ina suit for alleged damages and expenses amount- 
ing to $19,500,000 in connection with the design and con- 
struction management of a paper mill extension. Counsel 
have advised that in their opinion this suit can be success- 
fully defended. 


4. Anti-Inflation Programme in Canada 

The Company and its Canadian subsidiary and associated 
companies are subject to, and believe they have complied 
with, controls on prices, profits, compensation and divi- 
dends under the Federal Government's anti-inflation pro- 
gramme. Under this programme dividends during the year 
ending October 31, 1977 are limited to $0.51 per share. 


5. Remuneration of Directors and Officers 

Direct remuneration paid by the Company and its subsi- 
diaries to senior officers aggregated $590,000 in 1976 
($542,000 in 1975). No fees were paid to the directors of 
the Company. 


6. Pension Plan 

Most of the companies in the group have pension plans 
for their employees. All such plans are fully funded and 
are so maintained on a current basis. 


7. Restatement of 1975 Earnings and Dividends 
Earnings and dividends per share figures for the year 
ended December 31, 1975 have been restated to reflect 
the two for one share split in 1976. 
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